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Goldberg Exhibit 5
Interconnection Trunks In Service

New York State

January February March April May

1997

June July August September

o CLEC to Bell Atlantic Tnmks

• Bell Atlantic to CLEC Trunks



IN THE MAITER OF THE SUPPLEMENTAL PETITION OF
BELL ATLANTIC-NEW YORK FOR AUTHORITY TO
PROVIDE IN-REGION INTERLATA SERVICES IN NEW YORK.

CLEC Minutes of Use New York State

G
o
L
D
B
E
R
G

E
X
H
I
B
I
T

6



1,000

Goldberg Exhibit 6
CLEC Minutes of Use (MOUs)

New York State*
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*Analysis of underlying September data has not yet been completed

o CLEC to Bell Atlantic MOUs

• Bell Atlantic to CLEC MOUs
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Goldberg Exhibit 7
Estimate of CLEC Provided Access Lines

New York State
(based on MOUs)*
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Goldberg Exhibit 8
Resold and CLEC Provided Access Lines

New York Statc*

400

--'"'C
I:
~

:; 200
o
.c
!-<
'-'

o --, '---'-

January February March April

1997

May June July August

o Resold Lines

• CI r.c Provided Access Lines (estimated)

• Analysis of tlllderlying Septembtlr data has not yet been completed
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San Diego

Goldberg Exhibit 9.
MFS/WorldCom, Brool<s Fiber, and MCI Local Networks

Local Networks run by:

• MCI Metro

6. MFSNVoridCom

o Brooks Fiber

...- Boston

,;", Providence

tamford-Norwalk
'p'long Island
",j'f,jew York City

'Jersey City

Middlesex-Somerset
Wilmington

re

Source Seth SChlcscl, lVorldColll Fi:mcles IISI.'/fMllfflcl o(lhe !.oml flells,
N, Y Timcs, Oct 13, 1997, at D5 ("Think Glohally, Act I.ucally" graphic)



authorized under a Declaration of Conformity pursuant to Section 15.I01(c)(4) of this part
and a compliance information statemem, as described in Section 2.1077(b) of this chapter, is
supplied with the system. Marketed systems shall also comply with the labeUing
requiremems in Section 15.19 of this part and must be supplied with the information required
under Sections 15.21, 15.27 and 15.105 oftbis part.

(5) The assembler of a personal computer system may be required to test the
system aDdIor make necessary modifJC.ttions if a system is found to cause harmful
iDterfereoce or to be IIOIICOmpliant with the appropriate stJDdards in the configuration in
which it is marketed (see Sections 2.909, 15.1, IS.27(d) and IS.I01(e) of this Chapter).

fCC 96-109

Before tbe
Federal COIDDIlUlicatiODs COlDlDissloD

WasbiDet0D, D.C. 20554

In the Maner of
Motion of AT&T Corp. to be
Declared Non-Dominant for
International Service

ORDER

Adopted: May 9, 1996 Released: May 14, 1996

By the Commission: Commissioners QueUo and Chong issuing separate statements.
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, Federal CClIIIJIIlIDicaIioas Commission 1994 Sectilla 43.611DteruliGaaJ TeIecommIlllicaliOllSData, Tlble
E.I, at 2-5 (reI. Jan. 19, 1996) ("1994 S«rItNl4J.611..-iDlttli lJatD") (AT"'T bolcls a 100 percent market
shan in lbe prnvisiClll of imeruliClIIaI m..... telepboDe service (IMTS) in four 1ocaIioas: Madapscar, Westem
Saban, Cbaaos AldJipeJaco, aDd WaIIiI aDd FutuDa).

3. In 1985, AT&T controlled the overwhelming sbare of llle lMTS lII4l'Ut, had
exclusive 0perati.Dg agreements with the earners in most major foreign markets, aDd bad few
rivals in the provisioa of essential U.S. intmJalioDal submariDe cable facilities. At the time,
the Commission bad ample reason to conclude that AT&T exercised market power aDd should
be regula!ed as dominant for its provision of lMTS.

4. Over the pllSi decade. competitive conditions have changed significantly.
AT&T's competitors now bold operating agm:ments and intemltioDal facilities for all major
markets. They share ownersbip of all major intemalioaal faciIjties with AT&T. aDd the new,
state-of-the-art submarine cable facilities have reserve capacity available to all owners that

1. We fmd that AT&T no loager is a dominant carrier in the market for
international services. Although the dominant carTier safeguards remain valuable when
dealing with carriers that have the individual power to control prices or exclude competition,
whether in the U.S. or foreign markets, we conclude that AT&T no longer possesses
individual market power in the U.S. international services market Acwrdiagly, we find that
AT&T satisfies our test for non-dominant status in this market, and we therefore relieve
AT&T of the regulatory burdens imposed by our dominance staIIdard. This action will
significantly advance international competition, a primary goal of Commission policy.

2. In addition, Ar&r is the only facilities-based carTier on four small,
internAtional routes. These routes individually and collectively constitute a de minimis share
of total U.S. billed minutes' We do not here determine whether AT&T is non-domiDant on
these four routes., because we conclude below that we sbould forhem' from 8{lplying dominllnt
carTier regulation as to these four de miniMis routes.2 This decision reflects, among other
things, our conclusion that the economic costs of imposing dominant carrier reguIaliOJi on
these de minimis routes exceed the public interest benefits. AC(:Ordingly. we sbalI forbear
from imposing dominant carrier regulation on these routes UDder our new authority in the
Telecommunications Act of 1996. l

IV ConclusIOn
V. Ordering Clauses
Appendix A
Appendix B

L Iatrodudion

98-102
103-105

exceeds AT&T's ovm capacity on the facilities. Moreover. there are wee facilities-based
networks for domestic long distance services which compete "'ith AT&T's network to link
international facilities to U. S. customers.' This domestic competition prevents AT&T from
leveraging control over its domestic network to shut out competition on the international
segment In short, it is no longer plausible to view AT&T as controlling bottleneck facilities

5 Changes LO market share and consumer behavior also reflecr significant shifts in
the market structure. AT&T's share of the overall IMrS market has declined to less than 60
percent, and is now below 70 percent in all the top 50 international markets. Demand
elasticity is substantial, as demonstrated by great volatility in household choice of international
carriers in response to specialized pricing and marketing plans. These developments
collectively reveal a market in which we believe AT&T cannot unilaterally exercise market
power.

6. In addition, the 1996 Acr promises to introduce a new ",-ave of large, well·
financed competitors with significant customer bases to the U.S. international markeL'
Similarly, the Foreign Carrier Entry Orde,P has reduced barriers to foreign elllry by firms
eager to compete in the U.S. market for IMfS, as the recent im'estment by France Telecom
and Deutsche Telekom in Sprint demonstrates' The rise in number of resellers and callback
operators has also created new pricing and entty options that bave bad a marked impact on
the markeL Fax services over the Internet may also result in new pricing and entry options,
especially for the Asia Pacific market where fax traffic rivals voice telephony in volume.

7. Applying international dominant carrier regulatory safeguards to AT&T was
necessary in 1985. These safeguards allowed the Commission to monitor possible
anticompetitive pricing behavior stemming from AT&T's market power in the provision of
international services. They also enabled the Commission to monitor changes in AT&1' s
circuit capacity which could indicate anticompetitive activity

8. Today, however, applying the dominant carrier paradigm to AT&T does little
to bolster international service competition because AT&T does not control bottleneck
facilities (including operating agreements), and faces substantial rivalry by well-established

• The three f1cilitie..bascd carrie...... MCI, SpriDt, and WorldCom

, We expect UIal when the Regioaal Bell Operatjng Compan,es eorer lbe IIlrematioaal service market, rhey
will be well-positioned to obtain substaDtiaJ~ in rhat market.

• ~e Market EnQ'Y lL!Id Regulation of F_igu·affiliated Eonties. Report and Order. IB Docket No. 95·22.
II FCC Rcd 3873 (1995) ("Fo,",gn CaTTIer Enrry Ord.!r"), roco", pe>1dmg ("Fo,",gn Carrier Entry Pe>1dmg
Reco1lS1~,.ation").

, See infra Section m. C

, Telec:oDlDlWlications Act of 1996, Pub. L. No. 104-104, 110 Stat. 56 (1996) ("1996 Acr").
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, See Sprint Corporation Petition for Declaratory RUling Conceruing Settioo 31O{b)(4) and (d) and rhe
Public Interest RequiremenTS of rhe Communications Act of 1934, as ameoded. DecWatory RulLng and Order. II
FCC Rcd 1850 (1996) ("SPrint v.cuton·)
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competitors. in fact, aspects of dominant carrier regulation may hinder competition under
current market conditions if applied to a carrier that no longer has market power. In
particular, the longer tariff-filing notice periods applicable to AT&T as a dominant carrier
subject to price cap regulation may have potential anticompetitive consequences once AT&1
is no longer dominant' The longer notice periods for AT&T, still by far the largest carrier in
this relatively concentrated market, can serve as a price signaling device that facilitates other
carriers' ability to price just on par or s1igluly below the AT&T levels. It also means that
AT&T cannot react as quickly lIDd c:enainly as its competitors in making bids to business
customers. In essence, the disparity in DDlice periods slows rivalry in the market because the
bidding for significant business customers is a major competitive stimulus in the market.
Once AT&T's competitors have the facilities, operatiDg agreements, lIDd market credibility
necessary to compete for large business C1ISIOIDel'S, as they now do, !ben restricting the
competitiveness of the largest carrier only reduces competitive performance in the market

9. With the exception of the four de minimis routes for which we will forbear
from imposing domiJlant carrier regulation, we find that AT&T satisfies our test for non
dominant status for alI international routes and. therefore, relieve AT&T of the regullllOry
burdens imposed by the dominance standafd. We aeva1beless remain concerned that the
market for intematioDal services continues to be maned by geoeric sttueturaI problems
unrelated to AT&T's market power. For example, in our Foreign Currier Entry Order and
our AccoUllling Rate Policy StatemDII, we stlIted dIlIl the bigcst obslaele to competition in
IMTS is monopoly or limited competition in foreign coUDlrics.' Fnledom to enter foreign
markets to provide intenlltional services to the Uoited SbIteS, lIDd deliver and price them
according to competitive conditions, would dec:isively improve the performance of the IMTS
market.

10. While our regulatory initiatives, U.S. Govcrmnerrt intenlltional trade policy,
and tel:hnological innovation work concurrmtly to open foreign markets, three structural
problems in the world market require IlteDtion duriDa the traositioo to more robust
competition. First, despite the progress achieved since 1985, we remain oooccmed about the
unavailability of operatina qreements for intl:rDaIioDal services to a Jarae number of U.S.
carriers. The reluctane:c of foreign carriers to pnt operatina qrecmcnts is especially
problematic because it means dIlIl new entraIItS in the U.S. market for IMTS cannot claim the
benefits of profitable proportionate return traffic. Foreign market liberalization is critical to
expanding the availability of opentioa agreements to a broader spedrUm of U.S. carriers.

11. In eddition, • lona history of relationsbips among monopoly carriers created
arrangements for the supply and tnaintenaDc:e of intcmational cables that bundled access to
cables and support services (such as repair and reIlOnlioo) in ways not fully compatible with

• s.~ i1f/ro SectlClllS n. B. ODd C (outliniDa 1ari1f-filiDa requirm>cou).

, Policy Swement on Interutional AccOIIDtiIl& hte Refonn. II FCC Red 3146 (1996) (-Acc01OlIing Rate
Policy Slat~_nl·).
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competition. The entry of more U.S earners has not fully reversed this lega"). The US.
carriers' partners in international facilities are largely monopolists, and these monopolists are
most comfortable "'ith traditional practices which tend to favor incumbent carriers, including
AT&T

12 Second. global alliances for supplylDg and marketing international services,
including both equity and non-equity alliances, may exacerbate market struCruTe problems in
some cases. We announced a framework for addressing concerns about alliances in the
Foreign Carrier Entry Order.

13. Third, IMTS exhibits poor price performance compared to the domestic long
distance market. Again, this is a consequence of the international market's SlTUCruTe. The
international accounting rate system is particularly' a problem in this respect, as high
accounting rates contribute to higher IMTS prices. Moreover, the factors described above
which limit facilities-based entry provide U.S carriers with the ability to charge IMTS prices
which are far more profitable than domestic rates.

14 We believe that the best long-term solution for these structural problems is to
open competition on both ends of international routes on a facilities and resale basis. This
would provide competing carriers with operating agreements and the option of claiming
proportionate return traffic (or even self-<:orrespondence'o in some cases). It would also create

a more favorable environment for carriers to experiment with more efficient and competitive
supply of international cable facilities.

15. But vigorous competition is not yet here, and we will likely see an imperfectly
competitive IMTS market for at least the short-term future. A1 &T has made voluntary
commitments which recognize these market struc~ problems." While AT&T's
commitments cannot alone resolve the market's llIIperfectiOns, we welcome these efforts as a
flfst step.

16. AT&T's voluntary commitments v.ill help improve the maintenance,
restoration, provisioning and access to cable facilities, assist the Commission's efforts to
monitor the competitive impact of AT&T's global alliances, and help ensure
nondiscriminatory accolDlting rate arrangements. Further, AT&T has agreed to certain pricing

10 "Self-co1TeSpODde'II:ce" refen to the O"an$fer of cn.tfic by a camer from its facilities iII one country to Its

facilities in another COUDtry.

" AT&T May 2, 1996 a parr~ from R. Gerard Salemme, VICe President - Government Affain, to Scott
B Harris, Chief, Intematioaal Services Bureau, FCC (AT&T Commitment letter); ,oe "'fro Section ill; 'oe also
infra Anachment A.
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commitments which will protect consumers against lDcreases in residential IMTS rates for a
three-year transition period. t:

17. Our determination that AT&T is no longer dominant in the provision of IMTS
and multi-purpose earth station services is not based on the voluntary commitments offered by
AT&T in its May 2, 1996 ex parle letter. Rather, it is based on the economic information in
this record regarding AT&T's position in the relevant markets. Many of the concerns raised
by the parties to this proceeding relare to the market structure problems we discussed above
and not to AT&T's marlc:et power. We welcome AT&T's voluntary commitments as its effort
to help correct these marlc:et imperfections. We therefore accept AT&T's voluntary
commitments and order AT&T to comply with such commitments.

18. Our declaration here that AT&T is non-dominant in the provision oflMTS and
multi-purpose earth station services will not remove AT&T from regulation. Like other
international non-dominant carriers. AT&T will still be subjcct to regulation under Title II of
the Communications Act ("Act"). Specifically. non-dominant carriers are required to offer
foreign communications services under rates, terms and conditions that are just, reasonable
and not unduly discriminatory, lJ and non-dominant internalional carriers are subject to the
Commission's complaint process. 14

was determined to be "non-dominant," Title II regulatory re<:juirements would be
"Streamlined" Specifically, tariffs filed by non-dominant carriers would be presumed lawful
and would be subject [Q reduced notice periods. 11

20 In 1995, the Commission determined that AT&T lacked market power in the
domestic, interstate, interexchange market, and accordingly granted AT&T's motion for
reclassification as a non-dominant carrier" In the AT&T Reclassification Order, the
Commission deferred AT&T's request to be reclassified as non-dominant in its provision of
all international ser.;ces, including (MTS, recognizing that the international market warranted
a separate examination.·'

21. The Commission first applied its dominantlnon-dominant regulatory scheme to
U.S. international carriers in 1985. In !ntel7UJtional Competitive Carrier,'· the Commission
determined that, for international service, demand and supply elasticity revealed distinct
product markets. IMTS and non-1MIS, and that every destination country constituted a
separate geographic market.'· The Commission also treated space segment and multi-purpose
earth station services as separare products. l1 The Commission concluded that (a) AT&T was
dominant in the provision of IMTS and (b) all other lMIS pro\;den; (eg.. Sprint and MC1),
except the non-contiguous domestic carriers, were not dominant.1J In addition, the

n. Backp'Oaad " /d at" 92 and 102.

A. C01l'!Derirtye Carrier Proccedjng

19. In 1980. in iu First Report & Order in Competirtye Carmr, the Commission
devised the dominantlnon-dominant rcguIatory scheme for Title II rate and entry regulation."
The Commission defined a dominant carrier as one that "posscsscs market power" and noted
that control of bottleneck facilities was "primo facia evidence of market power requiring
detailed regulatory scrutiny. ,," The Commission also determined that. if a common carrier

., AT4T Commitment Letter,.u abo infro Attachment A (describing in detail Ill... aud orber voluntary
commillllenl$ made by ATa.1).

" Sec.ions 201 and 202 oflbe Act, 47 U.S.c. §§ 201 and 202.

SecUODS 206-209 of lIle .'let, 47 U.S.C §§ 206-209

" See Policy a. Rules ConcemiDc RMes for Competitive Common Carrier Services IDd F""ilities
Authorizations !bmfor, CC Docket No. 79-252 ("COIIIpttitiYe C<rner"), Fint Rqorr & Order, IS FCC 2d I
(1910); Set:olld Report & Order, 91 FCC 2d 59 (1912); recOil 93 FCC 2e1 54 (1913); 17riTd Rq1on" OriM" 48
Fed. Reg. 46,791 (1913); FOfD'1h 1l6f1OTl & Order, 95 FCC 2e1 554 (1913), vocat"" ATa.T Y. FCC. 971 F.2d 727
(1992), c.... iMlIl.1i, MCI TelecommllllicatioosCorp. v. AT&T, 113 S.C!. 3020 (1993); Ftjlh Reporr & (hiMr,
98 FCC 2d 1191 (1914); Sath Repon & Order, 99 FCC 2d 1020 (1985), ,yv'1i, Mel Telecommunications Cmp.
v. FCC 765 F2e1 1186 (D.C. Cit. 1915).

6 Compelltive CarrIer. Finr Report and Order If" 57-58.
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" See Motion of AT&T Corp.•o be Reclassified as a Noo-Dominant CatTier, Docket 1'10.95-427,11 FCC
Rcd 3271," 163-168 (1995) ("AT&T kcl=i!i&atioll Order") The CommISSion fOUDGtbat, wbile ATa.T
retained residual muket power for some iM mlllimil serviees, AT4 T lacked muket power in Ibe overall muke.
for domestic, intmWe, interexcbaDge services IIKI should DO longer be subject 10 domillant carrier replatioo for
chose services in thaI muke' I. found tbat cootinuing sucb rqulation harmed mmet performance by stifling
lnnovatlOD and impo'ing compliance c.... 00 AT4T. /d at' 27.

" /d at12 AT4T's ongulal September 22, 1993, motioo asked thaI II be reclassIfied as oon-<lomllWll
for the provision of interexcbaDge services, including inlemational services. On April 24, 1995, AT4T filed an
ox parte presentaUOD that argued. IIIIU alia, tbat it should be declared DOD-<1omllWl' for IMTS. AT&T's motioo
and a parle were pII' on pubIie ootice for public comment While Ibe focus of ponies opposing AT4 1',
motioo or ex pari' presentation was primarily 011 domestic issues. Ibe followiDg parties IddressecI iIlternationai
issues: Bell Atlantic, BellSoudJ Corpontion. Pacific Telesis Group, Competitive Telecommllllications
Association. Eastern Telecom Corporation, SpriDt, Ibe TelecommllllicatiODS Resellen A.ssociatiOll, and Willet.

" See International Competitive CatTier Policies, kpon cl Ortle, 102 FCC 2d gl2 (1915) ("/",.mDtio"",

Comptlilive Cam""), recOil dDti6d. 60 IUl 2d 1435 (1916).

" /nllrrtal'ol101 COJrq>eliliw Corri# at' 37.

" Id at 1 22, 0.20.

" /d ." 47 (ideDtifyiJtg -HawaiianTel~ for Hawaii; Alucom for Alaska: All AmeriClll C.ble &
lUdio for Pumo R.iCD; I1T-ClVl for !be US. Vitlin IsllDcIs anel RCA Globcom for GlWIl" as lbe canien
pro'Vidina intemational service for aooetoatipaous cIoIIIestic poinU).
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Comrrusslon concluded that no carrier -- inclUding AT&T -- was dominant in the provision of
non-IMTS sel'\ice for any geographic market." In addition, the Commission found ail
foreign-owned carriers to be dominanl for ail services to all countries.2.1

22 The Commission also concluded that COMSAT was dominant in the provision
of multi-purpose earth station service. 2

' COMSAT subsequently sold its interest in multi
purpose earth stations to AT&T. In 1987, the Commission found AT&T to be dominant in
the pro,ision of multi-purpo~ earth station services."

B. Imernational Services and Foreitm Carrier Entry Orders

23. In 1992, the Commission modified its 1985 policy that treated U.S. foreign-
owned common carriers as domillant in their provision of ail international services to all
foreign markets Specifically, the Commission adopted a framework for regulaling U.S.
international carriers as dominant on routes where an affiliated foreign carrier has the ability
to discriminate in favor of its U.S. affiliate through control of bottl~k services or flll:ilities
in the destination market." The '::ommission stated that this change in policy regarding the
regulatory classification of U.S. carriers with foreign carrier affiliations would apply to all
U.S international carriers, whether U.S. or foreign-owned. 29 The Commission did not exempt
any carriers (including AT&n from this poIicy to the extent they have foreign affiliations.

" ld a!" 51-56; see also id It 0.6 ("ExlUllples ofnon-IMTS services are telex, telesrom. priVlte liDe,
Iugll and low speed data, [and] videoconfemlciDg").

ld at" non. and 84

.. ld at 166.

" American Telepllooe and Telelflllb Company, Comsat lntematioaaJ CommIlSlic:asiOllS, Inc., Westertl
UniOD IDlernadooa1, IDe., Global CommIlSlic:asioDS, IDe., 2 fCC Red 6635, 6639 (Com. Cas. Bur. 1917) ("£SOC
Orde, '1. on recon., 4 fCC Red 2327 (1919).

" Regulltion of IIIlemariona! Common Carrier Services, 7 FCC Red 7331, 7334 (1992) ("lrrtenrotiona/
Semc.... ). Section 63. H)(a) nf the Commissioll's roles "",vides \bat: (I) carrion bavio& no affiliation witll a
foteign carrier iD tile destiDarion maricel are presumptively non-<lominant for tIla! route; (2) canien aftiliatcd
witll I foreign carrier tbaI is a monopoly in tile destination marl<el are presumptively dominallt for tbaI _;
(3) carrien Iffiliated witll a fllteign cartier that is nOl a monopoly on tbaI route receive closer scruIiDy by the
Commission; and (4) carri... tbaI serve an al'filiated destiDatioa martet solely tbrougb !be resale of an
unal'filiated U. S. facilities-based cartier's switched services are presumptively nondominallt for tbaI route.

" Int~rrrlSIiona/ Servu:u al 1 4; S~~ abo Fonign Carrier Marut Entry al 1 245 (slatiDs tba1, "[w]betber any
U.S. carrier is to I>e regulated IS domiDanl or Don-dominallt is in pan based on whether tbaI cartier is 'al'fililted'
With a foreign carrier. ")

11910

'\1 the same time. this policy did not change AT&T's dominant carrier statuS for the provision
of certain international ~l'\ices under Imernational Competitive Carrier.'"

24 In 1995. the Commission reaffumed the basic framework for classifying and
regulating a carrier as dominant based upon its foreign carrier affiliations as set foRb in
International Services]! The Commission also concluded in the Foreign Carrier .Entry Order
that dominant carrier regulation should apply to U.S. carriers in their provision of
international basic service on particular routes where a co-marketing or other arrangement
with a foreign carrier with market power presents a substantial risk of anticoinpetitive effects
in the U.S. international sel'\ices market. Jl In addition, the Commission modified its
dominant carrier regulations for foreign-affiliated carriers. These changes included reducing
the period for filing tariffs from 45 to 14 days and remo'ing the requirement to file cost
support."

25. On February 28, 1996, AT&T filed an affiliation statement in accordance with
Section 63. I I of the Commission's rules and our recent Foreign Carrier Enrry OrfUr."
AT&T stated that it had previously notified the Commission of its controlling interest in its
UK affiliate, AT&T Communications (U.K.) Ltd. AT&T certified that it also has affiliations
"1th Unitel Communications Holdings, Inc. in Canada and Subic Telecommunications
Company, Inc. in the Philippines. 00 March 22, 1996, the AT&T notification was placed on
public notice" No comments were received. We address AT&T's regulatory status on
routes where it has foreign carner affiliates in Section III. B. 6., infra.

" lr'UrnaliOna/ Services II D.2 (stating thaI "[t]his change in policy does 001 modify tile dominanl cartier
status, for the provision of cerrain international services. of AT&:T, (omsal, or U.S. carriers thaI provide
international service for non-contiguous domestic points to)

ForelgYI CarrIer £nfT) ()r<1£r at' 246

ld II Ti 245-55 .

n ld It 1 260. We note wt tile Commission m:ently _lined tile tariff requiremOllU for non-domiDant
inlernational tcS&le and fKilities-based carrien by permitting tIlom to file their international rates on one-days'
Dotice. See Streamlining tile IDtemarional Section 214 Autllorization Process and T&riff Requiremenu, 18
Docket No. 95-111, fCC 96-19, 1 17, SQ.SI (reI. Mar. 13. 1996) ("Streamlining Order"); see also Intematlonal
Competitive Carrier a!" 76--17 (iDlCtIIational tarift! tiled by carrien regulated as DOD-dominalll do DOl require
economic or cost support and ate presumed lawful).

" 41 Cf.R. § 63.11; see also Foreign Carr,e, Entry Orde, at" 4. 91. The For~,gn Carrre' Entry Order
establislled Febnary 21, 1996 IS tile date by which U.S. internalional carrien were required to notify the
Commission of their "affiliations" with foreign carriers under me new definition of that term adopted in the
order.

" Foreign Carrier Affiliation Notification, Public NOli.. Repon No 1-8162. Mimeo No. 62099 (Mar. 22.
1996).
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C. Cumnt Regulation of AT&rs Intemagonal Services

26. As a dominant carrier, A1&1 is subject to a 45-day notice period in its
provision of multi-purpose earth station services and price cap regulation (with constmiDts OD

pricing flexibility and long notice periods for tariff changes) in its provision of residential
IMTS. AT&T's international services that have been found subject to substantial competition
and removed from price caps (including commercial IMTS) are subject to 14-day streamlined
tariff notice requiremtnts, Mon:over, AT&T bas been required to obtain prior Commission
approval to add capacity on authorized routes and to convey submarine cable capacity," and
must obtain OUt prior approval before discontinuing, reducing or impairing service on a
particular route,}7

27 In 1989, the Commission adopted price cap regulation for most of AT&T's
telecommunications services, including most international services,II A1&1 services subject
to price caps wen: divided into~ sepande baskets, with a price cap index (PCI) imposing
a price ceiling for the services in each basket subjec:t to an aetuaJ pric:e index (API) that
represents a weighted average of the actual prices of the services within the basket. 19 Under
price caps, AT&T files tariffs proposing: (I) rate changes that do not cause the API to exceed
the PCI on 14 days' notice; (2) changes in tariff regulations on 35 days' notice; (3)
introduction of a new service, a cbaDge in rate strUCture, annual adjustmtnts to its PCI and
API valUl!s on 45 days' IIOtice; and (4) rates thai would cause the API to exceed the PO on
120 days' notice."

28, Since 1989, the Commission bas sequmJtially excluded most of AT&T's
services from price cap regulation as individual product market segments became more

.. StntzmJiniwg Order II" 44-4S. In our _ Str-ininB Order, we replxe<l the prior approval
Rquim!lan for CODVeymu of cable capacity wiIh • lIOIifieatioD ncpIirqICDl We also eliminated prior approval
requimoems in add, modlfy, or deIere circuits oa aulbori%ecIroures as they apply to carri.... sucb as AT&T that
.... RguI.aled as damiuut for .-adler dsIII havillg foreilll a1!iIWiOllS. /d II 1 13

" /d 111 SO.

" Policy lad Il.ules CooceroiD& kales for 00miDant Carriers, cc Docket No. 17-313, R.pon and OrtW and
SecONi FwtIMr N_ ofPrOfJOl_ Rrd.".,wwg, 4 FCC Red 2173 (19&9) ("AT4T Prit:. Cap Order" ElTItum, 4
FCC Red 3379 (l9&9~ M.",~ Opinion andOrtkr on RtetHISlMratlon, 6 FCC Red 66S (1991) ("AT4T
Pri.. Cap RecOfUitltmzti"" 0rdP"), wlu,ndlJi ndz nom., AlDmcao Telep/loae lad Telegrap/l Co. v. FCC, 974
f.2d 13SI, 13S3 (D.C. 'Cir. 1992),

" AT4T Prl<:. Cqr> OrtWlI 30SI~S; AT4T Prl<:. Cap RIC""'tdlrati<>ot Ordrr 1166S.

.. AT4T Prlu Cap R.lcOllStdlrattOll o.tWII666-6I1; _ al.t0 ATAT Price Cap Ort*r 11309S-31 \I;
See:ti01U 61.43,61.49, and 6LSI orIbe CommiuiOll'S NIcs, 47 C.F.1t §f 61.43, 61.49, and 61.SI.
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competitive" Today, only AT&T' s reSIdential lMTS temains subject to price cap regulation
and its attendant tariffing requirements, including the possibiliry of 14, 35, 45, and 120-day
nOllce periods" In addition, AT&T is classified as dominant and is subject to dominant
carrier tariffing requirements and 45 days' notice for its provision of multi-purpose earth
station services."

D Pleadings

29. On November g, 1995, AT&T filed an ex parte letter seeking to be declared
non-dominant for international markets based on record evidence showing that AT&T lacks
market power Wlder the dominance standard established by the Commission." On November
21, 1995, AT&T's ex pane letter was put on public notice." Twelve commenters oppose
AT&T's motion.'" Parties opposing AT&T's motion assert that AT&T uses its size and
historical position to obtain preferential international arrangements, retains a large
international market share, bas failed to submit meaningful data on a coUDtrY-by-coUDtrY

Imtially, the Commi5sion ncluded a DlIIIlber of AT&T's services froID price cap Rgularioo, includin&
services provided by AT&T under Tariff 12, IDd made these excluded services subject to 14 daY" notice under
'treamlined tariff Rgulation. AT&T Pric. Cap Order at 3034. Sulm:quently, the Commission fouod that all of
AT&T business services in Bosktt 3 (except for analog privalt liDe), &00 services in Basket 2 (.xcept for 100
directory assistance) and comme",ial service, in Basket I "'.." subject to 5Ubswttial competition. removed these
,ervICes from price cap regulation, IDd penni"ed AT&T to tile tariffs for these services on a 14-day smamlin.d
basis Competition in the In_teln~xcban&eMarketpla<:e, CC Docket No. 90-132 ("/"'<rochong.
Competiti"""), Report and Order, 6 FCC Red SilO, SIll, SI94 (1991) ("First /nl~cloaltpCompetirion
Order"), ,"con.. 6 FCC Rcd 7569 (\991), furtlwr recOIL ,7 FCC Rcd 2677 (1992), S«0IId Report 0IId Ort*r, II
FCC Rcd 366&, 3671 (1993) ("So!cond /nl.n=1tango Competition Ordu"), rteOIL, I FCC Red S046 (1993);
ReV\sioDS to Price Cap Rules for AT&T COfP·, 10 FCC Red 3009,3011,3014,3011-19 (l99S) ("Co_clDl
Semces Order, finally, .. a result of AT&T Reclassification Order. AT&T's doDIestic service offeriD&S ....
not subJoct to price cap Rgulatial1, may be tiled on ooe day's nooce without cost support, and art presum.d
lawful AT&T R«/msification Order at 1 12.

" See AT&T R.claSSlficatlon Order al 1164

£SOC Order at 6639 and 6641, n.4l.

~ AT&T November 8, 1995 "" pane letter from R. Gerard Salemme, Vice PresideDt-uovemment A/fairs,
," S,on B. Hams, Chief, International Bure.u, FCC ("AT&T November I. 1995 Ex Part. Letter").

., Public Notice, II FCC Red 1163 (1996). On November 30, 1995, the Commisoioo graated a RqUdt for
an extension of time foc filing comments (DA 95-2412). On January II, 1996, the Commission extended the
period of time for filing Rply comments. Public Notice, 11 FCC Rcd 1120 (1996).

.. The twelve include BT North AlDerica, Commtmicatioo Telesystems lnterna1lonat, Competitive
TelecommWlicatioDS AssociatiOll. Esprit Telecom, Gt3pIulet, IDc., Mel, MfS IDtematioaal, Inc., Pacific Gazeway
Exchange, Sprint, Telocommunicati_ Resellen Auociation. Tnosworld Commonic.rions, and WorldCom, IDc.
On January 29, 1996, GrapbDet tiled. motion to ....pt an additional pleadin& to update the record concerning a
formal complaint agautst AT&T in file No E·~1. On february I. 1996, Pacitic G.te....y Exchange tiled ex
paTte commenl$.
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basis, and has provided no information to counter data that International collection rates are
rising. The SON Users Association, Inc., Pershing," and the Kentucky Public Service
Commission support AT&T's motion. Parties supporting AT&T's motion assert that
reclassit)'ing AT&T as non-dominant in the international market would place cOllSUlDers in a
strong position to maximize their benefit from competitive providers.

m. Discussiou

A. ~finjtion of Dominant Carrier

30. Under the Commission's rules, a "dominant carrier" I~ .:..,.J1ed as "any carrier
found by the Commission to have market power (i.e.• the power to control prices)...• A
non-dominant carrier is defined as a carrier not found to be dominant" Under International
CompetitiW Carrier, the Commission concluded that AT&T was dominant in the provision of
IMTS on all U.S. intematioll&1 routes.'" Moreover. after AT&T's acquisition of COMSAT's
multi-purpose earth stations, the Commission found AT&T dominant in the provision of those
services on all U.S. international routes, as well." Accordingly. in order to determine
Whether AT&T should now be classified as a non-dominant carrier for these international
services, we must assess whetbcr AT&T hils market power: (I) within either the IMTS or the
multi-plIlpose earth slIdion marteIs; and (2) within any geognlphic market - that is, between
the United States and any international location.

31. The Commission' 5 1985 InleTrUltional Competitive Carrier decision held that
each country is a separate geographic market based "primarily on the need for a carrier to
obtain an operating agreement prior to providing service to a given country.·S:Z Rather than
analyze separately the competitiveness of each U.S. international route, however, the
Commission considered AT&T's market position in the most competitive international market
at that time - the United Kingdom." The Commission found that, at the time, AT&T's
second largest IMTS competitor on the U.S.-U.K. route (MCI lntema1ional) had about five

" Pershing is a divisino of Donaldson, Lu1kiIl ol Jemette Se<:urities COfl'OIlIlion.

.. 41 C.F.R. § 61.3(0).

.. 41 C.F.R. § 61.3(t).

.. 111 J1IlIl7diOlJQ1 Competi'ive Can-iv, lbe Commissioll followed !be SWldard set fonh ill the domestic
Co"'fJ'IfitiH Camer proceediDgs to c1efiDe domiawH:e - tbal is, it would cOllSider a firm 10 be domiDam if lbl1
firm bad lbe "power to CCIlUOI prices or exclude competitino." Jnt~;OIJQ1COIJfPeIi'ive Carrw 11 , 22.

" £SOC Or_ at 6639.

" JnternatiOlJQ1 Competitive Camer 11 1 37.

" Jd 11" 44-46.
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percent of the originating traffic and a negligible share of the termmating traffic The
Commission also estimated "that in three markets served by severallMTS suppliers, the U.K.,
Belgiwn and Australia, AT&T bad IMIS market shares of approximately 91 percent, 95
percent, and 93 percent, respectively. ,,>4 Although noting that market share alone is not
determinative of market power, the Commission stated that "it appears to be a clear indication
of dominance for AT&T's provision of IMTS."" Taking a more global view, the
Commission also found that AT&T was still the only provider of IMTS between the U.S.
mainland and the majority of foreign countries, and that this suggested AT&T did not face
effective competition and was dominant worldwide."

32. With the possible exception of romes where AT&T is the sole facilities-based
provider or where it corresponds with affiliated or allied carriers and could potentially derive
market power from those relationships," the record in this proceeding indicates that today
AT&T's market position does not vary substantially from one geographic market to the next.
No party has submined persuasive evidence that the market attributes of each U.S.
international route are so different that we are pm::ludcd from usiDg AT&T's market position
on a worldwide basis as a sunogate for a route-by·route analysis of IDlIItet sbare. demand
elasticity, supply elasticity, AT&T size and resources, and pricing for each one of the more
than two hundred international locations.

33. Except for the four routes where AT&T is the exclusive facilities-based
provider," we do not believe that differences in AT&T's market shares among countries
require us to conduct a route·specific market analysis. In 1994, AT&T's overall market share
for all U.S.' and foreign-billed traffic was 59 percent59 AT&T hils less than 70 percent
market share to the top fifty countries, which accooot for over 90 percent of U.S. billed

,. Jd at 0.43.

" Jd at' 44.

.. Jd. at , 45 (DO!in& tbal "tItere is clearly some competitive maricetiD& advaDIage te be gaiDed if a carrier
has the ability te serve all or mDSl tomp poiltlS because a subscriber is maR likely", take service frnm a
carrier with the mlJR comprebmsive cov.".,.").

" Regulatory issueS re1obD& to ATolT's World PartDen and proposed Uniworld aIlias>ees .... discussed at
StCHOO Ill. B 4 Infra. Issues relating to ATolf's ftni8ll carrier affiliariOllS .... discussed at Sectioo m. B 6

Infra. Su also ""pra , 25.

.. See Infra Section lll. B. I.

" 1994 Secrion 4361 I",emanonal Data, Table E.1. a.6
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mmutes.'" AT&T has a market share above 70 percent for only 45 of the 170 international
locations, and these account for less than 10 percent of u.s. billed minutes"

34 Moreover, while market shares are a useful starting pomt for any competitive
analysis, market shares are not the only factors used in determining a firm's market power.
Indeed, as the Commission and antitrust couns have explicitly and continually recognized,
market shares, by themselves, are not the sole determining factor of whether a firm possesses
market power. 61 Other faerors, such as demand and supply elasticities, conditions of entry and
other market conditions must be examined to define a relevant market, and determine whether
a particular firm can exercise market power in the relevant market"

35. There is nothing in the record for international locations for which AT&T has
more than 70 percent market share that suggests there are any critical distinctions for such
markets on the basis of other faerors, such as demand and supply elasticities. conditions of
entry, or AT&T's size and resources. In general. U.S. facilities-based suppliers may enter all
markets much more easily than a decade ago, whether through direct operating agreements,
indirect transit arrangements, or "switched hubbing" via U.S. international private lines." In
fact, nothing in the record suggests that entry barriers vary substantially among geographic
markets. Moreover, as mentioned above. the recent enactment of the 1996 Act promises to
bring significant new competition for IMTS service.os Thus, we conclude we can analyze

.. Sa infra Sec:tiaa m. B. I.

" For II of these locations, ATolT uses switched IrIDSit IS its primary m..... of routiDg traffic. ATItT
Reply. Atw:bmcut E

" IS« AT&: T R~clossificatio" Order at f 61 ODd D./15 md citations dtereiD; IrrtU1lOt,oNZ! CompetitM
Carri~, at f 44; Finr Irrtenrt:/wmgr COIIIpGitiOll Ordor at 5190 (market sbaR alone is Dot Decessarily a reliable
measure of competition, particularly m markets with high supply md demaad elasticities)

'1 Jd

.. See mfra 5ectioa m. B. 3... (cilml StreatDJ.iniDc the lmentatioaal Sectioa 214 Authorizatioa Process lItd
Tariff Requil=tetllS, NOIice of Propased RttIemakiJla, 10 FCC Red 13477, , 7 (1995) ("StreDmlinirog NPRM")
md F""'ign C4rriet' ElItry Or_ at" 169-70). "IacIircct tnDsit" rer.n 10 the prxtice of swiu:biD& traffic to lD

llltermediate COUDtry, for whicb a U.S. carrier bas m operarittc apeetDcut, to a third cOUtttry, for which the
carrier may bave DO direct openIina apeetDettt. ~litri"lNPRM, 10 FCC Red at' 17. Under such aD

arrangemcut, the carrier ill the iIltermediate COUDtry delivers the U.S. carrier's traffic to the tenniDal eOUtttry
UDder its 0WIl openlitts .........eat with the termiDal COUDtry. Because multiple U.S. carrien DOW bave operating
agreements with all but the smallest IMTS markets, U.S. carriers bave available 10 them maoy more transit
options thaD in 1915.

os S. COIIDecticut Department of Public Utility Coattol v. FCC, 71 F.ld 142 (2d Cir. 1996) (CorIPf«tiCJll
PUC Y. FCC) (Commission may cOllSider the effect of imatiDent future competitioa 011 cuneot market CODditioas
to d=ilIe wbether further reptlalioot is necessary); PetiliOll of lite People of lite S- of Califontia aDd Public
Utilities Commission of !be S- Df Califontia 10 RetaiD Regulatory Authority Over Wholesale CeUulM Service

(coatinued... )
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AT&r s market power on a world\\ide basIS, and need not generally make specific route-by
route fmdings. Indeed, the parties to this proceeding largely discuss AT&T's market position
in global terms. We reiterate, however, that we \\i11 scrutinize individually AT&T's market
position on particular routes that have not supponed entry by competing U.S. carriers. We
\\i11 also apply a route-by-route approach to analyze the potential competitive impact of
AT&T's affiliations or alliances \\ith foreign carriers on particular U.S. international routes."

36. Accordingly, we apply standard principles of antitrust analysis to determine
AT&T's market power on a worldwide basis and analyze whether AT&T is non-dominant in
the provision of IMTS and multi-purpose earth station services. As in the AT&:T
Rec/assijicalion Order, this includes a focus on (I) AT&T's market share, (2) the demand
elasticity of AT&T's customers, (3) the supply elasticity of the market, and (4) AT&T's cost
structure, size and resources. We refer to issues raised in the record with regard to specific
locations as appropriate.

B. Regulatory Classificatiop of AT&T Ipternational Services

I . Market Share

37. In International Competittve Carrier, the Commission concluded that, while
market share is not determinative of market power, it was a "clear indication" of dominance
for AT&T's provision of IMTS." At the time, AT&T was sti11 the only provider oflMTS
berween the U.S. mainland and a majority of foreign countries and, in those countries where
there were other IMTS providers, AT&T had an overwhelming tziarlcet share." AT&T's
overall share in IMTS has declined even more rapidly than its market share in the domestic
market - that is, from 98.5 percent in 1985, 72.7 percent in 1991,68.6 percent in 1992,63.2
percent in 1993, to 59 percent in 1994." AT&T states that its 1994 share is in the 40-69
percenl range for all but three (Haiti, Jamaica and Poland) of the 50 largest international
markets that generate over 90 percent of total traffic, and that even these three markets appear
to have fallen to below 70 percent in 1995. '"

"( cootiooed)
Providers in the S- of California, 10 FCC Red 7416, at" 22 and 0.60 (1995) (California Cellula Pennon).
reCO" de"ied, II FCC Red 796 (1995).

.. See nlp'a Seetioa U. 8; Sle aUo infra Sections m B. 4 and 6.

" InremanollQ/ Comperitrve Ca".,~ at , 44.

.. Jd

.. 1985-1994 SectlO" 4J 61 Internatlol'lQ/ Data.

.. ATolT ootes that, based on its best estimates of international traffic. itt sh.... of ~ftic to eacb of "'...
three couaDies fell '0 below 70 perceot in 1995 See ....T&T Reply at 22 and Attaebmem 0
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38 Opposing parties assen that an overall market share of 60 percent is too high to
warrant reclassification IRA as5eTtS that the slower development of alternative providers for
intetll&tionaJ serv;ces suggests that AT&Ts hold on the international market is significantly
stronger than its hold on the domestic market. TRA observes, for example, thaI AT&T's
market share based on re\'enues for U. S. facilities-based carriers is more than twice that of
'viC! and more than six times that of Sprinl. with these three carriers together generating 98
percent of IMTS revenues billed by all U S facilities-based carriers.

39. In the AT&T Reclassification Order, the Commission conclude<! thaI AT&T's
steadiIy declining market share for long distaoce service revenues (which fell from
approximarely 90 percent in 1984 to 55.2 percent in 1994) suggested intense rivalry for
market share among AT&T, MCI aDd Sprint, and supported the conclusion that AT&T lacked
market power'l While AT&T generally has had a higher market share for international than
domestic services, AT&1 bas lost market share faster in the international than in the domestic
market." As a result, AT&T's IMTS market of 59 percent in 1994 was only a few
percentage points higher than its domestic market share and we see no reason based on market
share data to regulate them differently

40. We also do not believe our conclusion should be different for those countries
in which AT&T has a m.arIcet share significarnJy greats Ibm the avenge. We believe that
such high martet sblIres will not persist. Indeed, Appendix B shows that in 1991 there were
76 CO\DItries for which AT&T bad 90 percent or greats m.arIcet sIwe, and 18 where AT&T
had a 100 percent martet shale. AT&T's average market share for those coUDtries (weighted
by revenues) was 95 pe=t in 1991. By 1994, AT&T's average market share bad fallen to
74 percent. This trend suggests that AT&T's market share can be expected to decline for
countries where its market share is relatively high today, and that AT&T's competitors'
market shares will increase to a level closer to the worldwide average.13 In sum. while
AT&T's market shares in certain countries are certainly high, on the whole we find that sucb
high roarket shares are POt an obstacle to granting AT&T's motion in the absence of barriers
to entry which might prevent AT&T's competitors from continuing to gain martet share.

41. Based on the most recent data available to the Commission. we have identified
four markets in which AT&T is the sole faciJities-based provider of IMTS.74 AT&T's share
of U.S. billed minutes on each of these routes constituted 0.002 percent or less of total U.S.
billed minutes in 1994. Collectively, the minutes on these routes accounted for 0.0025

., AT&T R.classiflcatlon OrdD- at" 67·72.

., AT&T bas lost five pm:entage points on avmoae pet year sinu 1991. ~. svpra Section m. B. 1.

~ ~. CO",,"'U:lll PUC y FCC; se. a1.ro Califonua Celh"", PIlUI01I at" 31-33.

" S•• mfra Section m. C.
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percent." .'\5 explained below. we belle\'e that It IS appropriate to forbear from imposing
dominant carrier regulauon for the provision of IMTS to those countries.

2 Demand Elasticitv

42. Demand elasticity or responsiveness is the propensity of AT&T's customers to
s,",itch carriers or othemise change the amount of senlces they purchase from AT&T in
response to relative changes in price and quality." High demand elasticities indicate
customers' willingness and ability to switch to or from a carrier in order 10 obtain price
reductions and desired fearures. n

43. In 1994, according to AT&T. approximately 5 million of the 14 million
residential customers who made at least four international calls during the year changed
pre-subscribed carriers AT&T adds that demand for u.s. outbound calling is frequently
concentrated in specific areas (California and New York, e.g., have high concentrations of
calls to the Far East; Florida and Texas to Central and South America) malting it conducive
not only for foreign carriers and their affiliates, bUI 2150 for small independent fums, to enter
the market and compete by offering services to very targeted groups of customers, regardless
of whether such firms have their own facilities.

44. WorldCom aDd CompTel argue that it is highly unl.i.kely that AT&T subscribers
migrated to new carriers based upon differences or changes in international switched rates, but
that the most sensible explanation is that those subscribets changed carriers based upon
differences or changes in rates for domestic services. WorldCom adds that many AT&T
subscribers make comparatively few international calls per year, resulting in a high level of
demand inelasticity fot AT&T's international services. Comptel asserts that, by bundling
"I+" domestic long distance and direct-dial international lraffic, the U.S. presubscription
system substantially increases the inelasticity of demand for AT&T's international switched
services.

45 In the AT&T Reclassification Order, the Commission concluded that residential
customers are highly demand-elastic and ",ill switch to or from AT&T in order to obtain price
reductions and desired services. The Commission noted that the high chum rate among
residential consumers - approximately 30 milli<;>n expected changes in 1995 •• demonstrated
that these customers find the services provided by AT&T and its competitors 10 be very close

" 1994 ~cll"" 4J.61 [N''''''''Ona} Data, Table A. l.

., See Co.....rcuu ~rvlCes OrMr at 3016.

" ~. also lr1J.mational Co..pelUrv. Carri.r at" 26-29 (statillg wt demand substitutability for
IOtemalio,w services refers to • subs<riber's ability and wJllinlPless to switch among and berween YJrious
serviCes, and that IMTS was not 1. lood subsUNt't for other iD.ccmational telecommutlications services).
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subsuMes." The Commission also fOWld tha1 business customen are highly demand-elastic '"
The record evidence in this proceeding is tha1 consumen are even more price sensitive for
international services than they are for domestic services.

46. For example. those conswnen who make over SIS per month in international
calls switch CJUTiers over 25 percent more often than average. and that even the remainder of
international conswnen (those averaging WIder SIS per month) switeh carrien at a higher rate
than CUSlomen that make no international calls.'" Moreover, for IMTS service, many
conswnen do not look for generic international prices; rather, they are often very demand
sensitive for a price to a single COlIDtry.•, In addition, an increasing percentage of AT&oT's
international "dial I +" service customers are selecting discount plans rather than paying
AT&T's basic rates. In 1989, the perteDtqe of AT&T's international "dial 1+" service traffic
on discolIDt plans was zero. By 1994, this percentage bad increased to 60 percent." In
comparisoD, traffic caIJs lIIlder AT&T's True PromOtioDS plans aa:olllllCd for only S3 percent
for Domestic basket I traffic in 1994.13 These data indicate that IMrS customen are
responsive to market signals, including price, and are consistent with the conclusion that
AT&T's own price elasticity is high. and that customers are liJcely to switch carriers to take
advantage of price promotions.

47. In sum, the record provides substantial evidence which indicates tha1 AT&T's
customers are highly demand-elastic" and supports our conclusion that AT&T alone cannot
raise and sustain prices above a competitive level for inte:nlalional services..,

3. Supply elasticity

a. Operating Agreements

48. The Commission explained in the First Inlerachange Competition Order thaI
there are two factors that determine supply elasticities in the market. The first is the supply

" ,oCT01 T R6d4ui/i&atiOft 0r4r 01 ,. 63.

" Id. 01" 65.

.. AT&T Reply at 19-20.

" ~~, ~.g., AT&T Reply 01 20.

" Foreign CarrtD' Market Entry lit" \, 6-13.

" Id. at" 79.

.. ~~ SIIpI'Q Sectioa m. B.

II Me FiNt 'nlpccltange ~orrrpe(irton (hder at 5887.

17980

capaciry of existing competilors: supply elasticities lend 10 be high if existing competilors
have or can easily acquire significant additional capaciry in a relatively shon time period.
The second factor is low entry barriers: supply elasticities tend to be high even if existing
suppliers lack. excess capacity if new suppliers can enter the mark.et relatively easily and add
to existing capacity." In Imernariona/ Competitive Can-il!1', the Commission concluded thaI
the most significant entry barrier in international telecommUl1lcations was the need to obtain
an operating agreement before providing a particular sel\ice to a particular cOWlriy"

49 AT&T observes that "other carriers have negotiated direct operating agreements
with all but a handful of tiny international locations. ,," AT&T states that there are three
facilities-based carrien serving every international location that accounts for more than 0.1
percent of international revenues and that the total traffic represented by such tiny
international locations represents only about one hWldredth of one percent of U.S.-billed
inlernational minutes." Worldeom argues that foreign operating agreements continue to be a
major barrier to entry.'" WorldCom alleges that it experiences far more difficulty than AT&T
in persuading its foreign correspondents to amend its operating agreements "to authorize a
fuller menu of U.S.-billed services[.]"91

50. Although barriers to entry exist, they are not so great as to bar effective
competition. nor arc they particular to AT&T. Today, the record evidence indicates that
multiple U.S. carrien have operating agreements to all but the smallest IMTS markets that
acCOWlt for less than one-tenth of one percent (0.1 percent) of international revenue. Indeed,
while there are international locations that are served only by AT&T,92 there is DO evidence in
the record to demonstrate tha1 AT&T has the ability to exclude alternative suppliers." To the
contrary, while we recognize that some entry barriers will remain until other cOlIDtries remove
barriers to competitive entry in their international telecommunications services markets, new

16 F,rsr InuTachange ComprtltlOn OrrJo at 5811.

,. I"'~ntatio"'" Compet"'''~ Carn" at ,. 33.

U AT&T November 8, 1995 £:r Part~ lettetllt 2

.. Id; AT&T Reply al4-5

.. WorldCom Oppositioa al 15-16.

" Id a' 16

<r. ~e supra D. 1

" ~., •. g. MorglD Stanley, U.S. mve_enl Re..arch, Edward M. Greenberg. Myles C. Davis, "TrcsCom
Inlemational: Flit MiD....., Muscular Growth" (Apr. 4, 1996) (m:ommendinl invellmenl in third-tier IMTS
camer because of "company's ability 10 gain market share in the fast-growinl in.ernationallool-dislaDce
market") (Morgan Stani.,,).
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L.S facHlues-based suppliers may obtain operating agreements and enter the market much
more easily than a decade ago.

51 We also note thaI we recently removed U.S regulatory impediments to the
provision of service on an indirect, swilched transit basis to facilitate the ability of U.S.
facilities-based carriers to serve thin routes, or routes for which they cannot obtain a direct
service agreemenl." In addition, we recently approved the practice of ·switched hubbing"
IMTS via U.S. international private lines through countries we have deemed "equivalent· (10

date. Canada, the United Kingdom, and Sweden)" We frod that the increasing availability of
both multiple operating agreements and of alternative means for U.S. facilities-based carriers
to route their traffic supports a finding to reclassify AT&T as nOD-dominant on all but the
four U.S. international routes on which, as explained below, we will forbear from imposing
dominant carrier regulation."

b. Submarine Cable apd Satellite CaPacity

52. In lruemaIlonaJ Competitive Carrier, the Commission folllld that AT&T's use
and ownership of facilities did not provide the basis for a finding of dominance. 97 The
Commission noted that submarine cables are a ·joint Wldertaking" of U.S. carriers and their
foreign correspondents. Caniers can purchase additional indefeasible right of use (IRU)
capacity in submarine cables, and carriers are also able to use satellite facilities, which are
available in large quantities world-wide, to provide service.

53. AT&T asserts that it docs not control the supply of international facilities as its
·ownership share of total international submarine cable capacity is 21.6 percent.... AT&T
adds that it docs nOI own any purely international satellite facilities, but instead leases satellite
capacity to meet its international needs." AT&T also adds that its multi-purpose earth station

.. See S",eamlinmg NPRM 11 1 17 ("cllflfy[lDg) thai Commission rules IUd policy permit cam... ro pro,ide
service on IU indirect, switcbed lra1ISit (or '1Dd beyond') basis tbrough intenllediale toIIIItties which they ore
autllorized to serve on a diJeet, facilities basis. repnlJess of whether they have Section 214 authority to oerve the
ultimate destination country·).

" See Fonlgn Carner Entry Ordo 11 11 169·70.

.. See abo Streamlinmg Order 11 1 49. There, tile Commi..ion _lined its proceciuRs for discontinuing
I/IlematiOll&l service because it fOUDd thaI the "increase in lbe number of intema1ional cam... IUd competition in
international services means that customen can switch to another international eamer if savice is discontinued
by lbeir =t camer."

.... International Cf1mpetiliv, Carrier at 1 51

.. ATAT November I, I99S £.x Parte Letter 11 2; !ee abo Id 11 n.3 (5WiD& thai its "ownership $\we of the
US end (of lbese intmWional suhmariDe cables] is 43.2 percenl·) IUd AttaduDenl A II I.

.. AT&T No,ember S. I99S £.x Parte Letter 11 2.
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service offerings are not only subject to substantial compention, but involve modest revenues
for a declining service, and include 58 percent fewer active circuits than last year. '00

54. Parties opposing AT&T's motion argue that other carriers are not a1wa}'S able
to purchase needed IRUs, are unable to obtain submarine cable capacity in a timely fashion.
are not pennitted direct access to submarine cable facilities, and do nOI have any control over
mainlenance and restoration of submarine cable facilities. ,., MFS, for example, notes several
technical and administrative implementation problems associated with activaling submarine
cable capacity. ,., It argues thaI U.S. owners of common carrier cables should be required to
make capacity available 10 new entrants on an ·as needed· basis. MCI asserts that AT&T's
cable activation procedures for the TAT•12fTAT·13 cable system demonstrate that significant
bottlenecks still exist. Mel describes delays it has encountered throughout the cable capacity
activation process. 103 MCI and Sprint assert that AT&T controls several strategic functions of
submarine cable system operations, including control over the cable head and the restoration
process, cable station access terms, and choice of siting locations. They argue that AT&T
prioritizes its own traffic and negotiates preferential deals with foreign correspondents.
Sprint similarly asserts that AT&T continues to have a bottleneck as all Sprint transatlantic
cable traffic must pass through AT&T's digital cross-connect or demultiplexer.'"

55. In the AT&T Reclassification Order, the Commission concluded that domestic
supply was sufficiently elastic to constrain AT&T's unilateral pricing decisions and that in
making this determination "AT&T's competitors have enough readily available excess
capacity to constrain AT&T's pricing behavior.·'·' The Commission noted, for example, that
within 12 months AT&T's largest competitors could absorb almost two thirds of AT&T's
total switched traffic for a combined investment of S660 million. '06

56. In the international market, transmission capacity available to all U.S. carriers
has dramatically increased over the last decade as competition in satellite and cable capacity
has increased greatly on most routes. In 1985, AT&T owned approximately 85 percent of

'00 AT&T March 12. 1996 ez pane letter from Cwle. L. Ward, Go,emment Affair> Director '0 William f.
Caton. ActIDg SCcreWy, fCC, 11 I ('ATAT March 12. 1996 £.x Parte Lerur).

'" MFS Comments 11 2-S; MCI Comments 11 3-1; Sprinl Comments al )5·38.

MFS Comments 11 3-4.

," See MCI March 20, 1996 ez p<J1U letter from PauJ.a V. 8rillsoo. Inlernal:lonal Attorney Regulatory uw,
to William f Catllll, Acting Secrewy, fCC.

". See Spnnt March 20, 1996 ez pane letter from Kent Y. Nakamura, General Attorney, 10 William f
Caton. Acting SCcreWy, fCC .

AT&T Reclasslficat/on Order al 1 sa.

ld. at' S9
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the C.S end of the TAT·6 and TAT-7 cables. Today, AT&T owns 43 percent of the U.S.
end of submarine cable facilities currently in use'07 By comparison, AT&T's competitors'
collective ownership interest in international transmission capacity exceeds AT&T's ownership
interest. '0' Thus, there are sufficient competitive alternatives for capacity if AT&T attempts
to engage m strategic behavior.

57. In addition, there are now submarine cables in which AT&T did nol take a
lead role, including PTAT, CANUS-l/CANTAT-3, and the North Pacific Cable, that comprise
an important proportion of total cable capacity in the transatlantic and transpacific regions
respectively."" Moreover, vinualJy all of AT&T's international satellite capacity is leased
from COMSAT, or from the three private (non-INTELSAn satellite systems - Orion,
PanAmSat and Columbia-"o The 1995 Monthly Circuit Status Reports filed with the
Commission show that 80 countries are reached by U.S. carriers oniy by satellite, compared to
97 countries by cable and satellite or oniy by cable. In this context, we DOte that AT&T's
service to the countries for which it has more than 70 percent market share is most often done
on the basis either of satellite circuits or switched transit III

58. The concerns raised by opposing parties focus on international submarine cable
capacity and fall into four categories. First, AT&T's competitors allege that they are having
difficulties obtaining needed cable capacity on an IRU basis. AT&T asserts that it "cannot
and does not prevent other U.S. carriers from obtaining capacity in a submarine cable system,
as either an owner or an IRU holder."112 AT&T states that, "during 1993 - 1995, AT&T

'" AT&T Reply at a

," ~. AT&T November S, 1996 u Pane Leuer at2 and Attachmen, " at I (AT&T and AT&T's
compen,o,,' own 43.2 oud 43.S ~eot ownership interest in lbe U.S. end of lbe cable systems, respectively);
,.. also AT&T Reply at 8 ("[a)fter subtracting the lRUs AT&T bas sold to third partin, AT&T acaWly coottols
th, use of only about 34.6 perceot of lbe US eod of cable facilities"); AT&T Reply at 9.

,.. Reevaluation of lb. Depreeiated-Original.{;ost SWlClud in Settillg Prices for Conveyaocn of Capital
In,eresrs in av........ CommUDicmoos FlICilities Iktween or Amooa U.S. Com=, Order 00 Recoosideration, a
fCC Rcd. 4173 (1993).

'" AT&T is also ooe of thne domestic satellite (domsat) providers oud, .. such, is now permitted to offer
both domestic oud intemariOll&l services using its domsat facilities. Se. Amendment to the Commission's
Regulatol1' Policies Goveminl Domestic Fixed Salellitesoud Seporate bItemaliOll&l Salellite Systems. IB Docket
No. 9S-41 (reI. lou. 22, 19%). In approving the provision of interutioaat service by domsats, however, lbe
CommISSIon Doted lbat it did -oot expect a sigoificout uoount of pubHc switched services to be provided" over
the.e systems. Id at" 30-2.

Se. AT&T FebniarY 1S, 1996 u parte letter from Charles L. VIard, Government Affairs Director, to
WiIliuo F. Caton. Acting Seemory, FCC.

'" ~. AT&T April 8. 1996 ex parte letter from R. Ge=d Saleauoe, Vice President - Government Affain.
to Wilhuo F CatoD, Actina Secretary. FCC. a' 7 (AT&T April S, 1996 E:t Pane Lener).
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executed 45 such IRt: Agreements (for \,142 MAOUs'lJ) with U.S. carriers, including MCt
Sprint, MFS, [and other carriers.]"'" We fmd that AT&T has submitted sufficient evidence
to support its assertion that it has made cable capacity available to its competitors on an IRC
basIS.

59. Second, AT&T's competitors contend that they have experienced significant
delays in obtaining cable capacity from AT&T (including delays in accessing capacity in
TAT-12/ I3) and, therefore, that they are unable to provide service to their customers in a
timely and competitive manner. AT&T explains that these delays "have been caused by the
unanticipated spike in demand for TAT-12/13 capacity and the manual data base entry system
required by the introduction of new cable system technology in TAT-12/13. "'" AT&T states
that it has taken steps to resolve the maner, including meeting with the affected parties to
discuss specific means to improve the provisioning process.'" We believe that the record
does not support a finding that the delays some of the carriers have experienced in oblaining
cable capacity from AT&T stem from strategic anticompetitive behavior.

60 Third, AT&T's competitors allege that AT&T does not permit them to have
direct access to their cable facilities. but instead requires them to access their cable circuits
through AT&T's facilities. This arrangement, they argue, results in their having to accede to
cable station acceSS terms and conditions imposed on them by AT&T. as wen as their having
to pay additional fees for such access. Fourth, AT&T's competitors complain that AT&T has
exclusive control over the maintenance and restoration of cable facilities which allows AT&T
to re-route its competitors' traffic on inferior routes or on satellites. In response, AT&T
asserts that "every major decision, including the selection of landing points, routing, network
interface, responsibilities of cable station owners (including interconnection) ... is decided by
arms.length negotiations and vote of the cable consortium.""7 AT&T states that "[e]very
ownership agreement .' requires, at a minimum. a 50 percent or greater vote to agree on
any decision."'" AT&T states that it does not bold a majority vote in any such ownership

'" A "MAOU" is • minimum ass;pable UIIit of ownership.

'" ~. AT&T April a, 1996 UP"". Letur at 7 (fOOlllOle added); s.. also iii. at AttaChment B (tabulatina
AT&T'. IllU sale. from 1993 wooab 1995).

/d at 2.

II' Id

Id at 1.

'"~ Ie/. al4 (empbuis deleted).
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agreement and, therefore, asserts thaI It does not have control over the planning, construction,
operation or restoration of any common carrier cable system, '"

61 We note first that many of the commenters' concerns regarding direct access to
submarine cable facilities and the maintenance and restoration of cable facilities are the
subject of contractual arrangements with regard to specific submarine cable facilities. We
encourage camers to raise these issues in the context of our oversight of construction and
maintenance agreements for the introduction of future submarine cable facilities.

62. We conclude that the concems raised in this proceeding regarding access to
international facilities are not sufficient to warrant continued classification of AT&T as
dominant for IMTS and multi-purpose earth station services. Supply is sufficiently elastic in
the international context to mitigate any potential exercise of IIDilatcraI market power by
AT&T. Indeed, as this Commission rcecntly stated in its International 214 Streamlining
Order. because of the large growth and variety of available facilities for international service,
"the opportunity to monopolize facilities on a route has nearly vanished." 120

63. Although we find supply capacity sufficiently elastic to constrain AT&T's
market behavior, we welcome AT&T's volUDllll'Y commitments to address the concerns raised
in this proceeding regarding subIIIarinc cable capacity. Although DOt the basis for our
decision, we believe AT&T's commitmcldS will do much to alleviate the parties' concerns
regarding submarine cable capacity.

64. In an effort to improve the circuit activation procesS, AT&T has agreed to
reduce the CurTCDt provisioning intervals to 15 days for intra-cffice circuit activation and 25
days for inter-cffice circuit activation, effective July I, 1996. AT&T also promised to act in
good faith to further reduce the provisionin& intervals to 7 days for intra-cffice circuit
activation and to 20 days for inter-cffice circuit activation begizming October J, 1996. AT&T
also committed to act as a broker for U.S. carriers seeking to obtain cable capacity on an IRU
basis from the common rcscrve of consortium cable systems that land in the U.S. in which
AT&T is an owner. In addition, AT&T agreed to provide the dry·side portion of the digital
access cross-eODDect switches (DACs) on an IRU basis retroactive to the start of service for
TAT-I2I113 and TPC-5. Further, AT&T committed to seck competitive bids for the
provision of backhaul facilities used for submarine cable restoration, and to usc its best efforts
to achieve a TAT·I2 restoration arrangement for existing capacity.12I AT&T will also form
and manage a "Western Owners" group to foster discussions concerning the quality and

". Id. II 3-5; see aLso id. II 5 ('decisions [""'I Dot made unill1era1ly by AT&T, but "'ther after
negotiation.a amoDI all ownen, aDd ultimately by vote of lbe majority."

'" Streamlining Order 11 1 13.

'" AT&T Commitment Leller at items 3-5. aDd 7; see also Ilfjra Attachment A 11 1 3-5 and 7 (describing
the.. commitments in detail).

17986

performance of AT&T's operations at the cable landing stations and involvement in wet plant
mainlCllllllCe and repair. '21 AT&T also agreed to establish a committee with the Eastern and
Western cable owners to discuss the long-term consortium cable planning configurations for
the Pacific Ocean, Americas, and Atlantic Ocean regions.'" Finally, for a period ending May
9, 1997, AT&T will provide the Commission with the name of the purchaser, facility,
capacity, and price for IRU conveyances to other V S camers not affiliated With AT&T
within thirty days after the conveyance.'"

65 The Commission's finding in 1987 that AT&T was dominant in the provision
of multi-purpose earth station services was based on the facts !bat AT&T owned five multi
purpose earth station facilities and the Commission had only recently authori=l multi-purpose
earth stations to entities other than AT&TIlS AT&T currently provides analog multi-purpose
earth station service to five interexcbange carrier customers; three of these customers have less
than ten circuits total, and the other two customers (Sprint and IDB WorldCom) have only
325 circuits, 12< Today, elasticities of supply for multi-purpose earth station services are high
in !bat competitors can enter the market relatively easily and add to existing capacity. '"
Furtber, elasticities of demand arc high in that customers are able to switch among carriers
and services."1 Indeed, demand for multi-purpose earth station service is on the decline as
customers opt for services that arc more technologically sophistieated.'29 We therefore find
that AT&T lacks marker power in the provision of multi-purpose earth station services and,
accordingly, should be reclassified as DOD-dominant for these scrv1ces.

4. AT&T's Cost Structure. Size and Resources

'" AT&T Commitmen' Letter at nem 6, set also "'fro Atw:hment A at 1 6 (defininl 'wet pial,,' as
,ubmeTied cable aDd associated equipmem aDd defcrlbinl this commitment in deWl).

AT&T Commitment Letter at item I; "e also "'fra AllaChm_Dt A at 1 I

AT&T COlIlIDitment Letter 11 item 13; see also tlfjra AllaCbment A at 1 13

i1' ESOC Or""r 11 6641, n.41.

,.. AT&T Mareb 12,1996 Ex Pan. Lcller 111.

," See id 11 I aDd ARlChmoot (sbowinl die _!lite capacity in use by AT&T aDd its DUDlCTOlIS
competitOl$ for multi-purpose eanb staliOQ smrice).

Id

See id. 11 I (mwti·pwpose _ani! surion service -u • decliDinl analol scM«, now at I level of active
circuits 51 pcn;ent I." !ban last year lbe total billlDI for lbe service is lpprollimately $2.5. . [million]
aDIIually").
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66 At the time of lnIemalionalCompetitiveCarrier.AT&T bad gross service
revenues approximatelY ten times that of all its interexchange competitors combined.l)o
In addition. the annual increase in AT&T's toll service revenues was greater than the
combined revenues of AT&T's largest competitors, including MCI and Southern Pacific
Communications131 Today, AT&T faces large, well-financed competitors that involve multi
billion dollar investments from the predominant carriers in three of the four largest European
Lruon countnes, '" Wlth MCI and Sprint having total toll service revenues of $1 1.7 billion and
$68 billion compared to AT&T's $36.9 billionlll

67 In light of these changes, in the AT&T Reclassification Order the Commission
declined to find that AT&T retained market power by virtue of its lower costs, sheer sizE,
superior resources. fuumcial strength. or tec:lmical capabilities. 1)4 Rather, the Commission
concluded that, while one carrier might enjoy certain advantages, including resource
advantages, scale economies, long-term relationships with suppliers and ready access to
capital, such advantages alone do not constitute persuasive evidence of market power. '" In
the AT&: T Reclassification Order, we restated the conclusion we reached in the First
[nlerexchange Competition Order that "the competitive process itself is largely abour trying to
develop one's own advantages and all firms need not be equal in all respects for Ibis process
to worle."I"

68. Parties opposing AT&T's motion, including en, Grapbnet, MCI, Sprint,
Transworld and WoridCom, argue that AT&T retains market power by virtue of its size.
They argue that AT&T's size and superior resources enable it to negotiate favorable
contraetual arrangements with its foreign correspondents includiDi, for example, international
rate agreements which rivals cannot obtain. They include in this category growth-based
accounting rates based on AT&T traffic volume. BT argues that AT&T's resources also give
dominant foreign carriers reason to discriminate in favor of AT&T through arrangements such

10 Consolid.13ed Application of AT4T and Specified Bell System Companies, 96 FCC 2d II (1984)
("Consolidated Appllcatlo,,").

Jd at 62.

France Te\ceom and Dcubclle Tele~om, for example, bave modo a commitmetlt 10 invest 53.5 • 4.2
billion in Ibe SpriDt Ccxporatioo. Sil. Petition for Declaratory Rulinl Coocmlilll Section 31O(b)(4) and (d) and
the Public Interest RequiRmetlts of the Communications Act of 1934. as ameodod. fCC 95-491 (rel.....d Jan.
11, 1996). In additiOD. British Telecom has made a $4,3 billioo investmenl in MCI. Sil. MCI Communications
COtpOratloD. 9 fCC Red 3960 (1994).

Statistics of Common CaJTiers, FCC, at 7 (19941\995 Edition).

AT&c T RecltmificatlO1t Order at 1 73

Id

l6 ld af'l 73 (citing First lf1leracharrg~ Competition GriM,. at 5891~92)
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as the WorldPartners and Uniworld joint ventures 1J- BT, MFS, MCI, and Esprit argue that
these joint ventures pose a substantial risk of anticompetitive effects and warrant regulating
'"T&T as dominant on routes covered by these agreements. ill BT, r.fFS, MCI, and Sprint
argue that the Commission should require AT&T to file copies of its joint venture
agreements. 1J9 Sprint, for example. claims that the Commission "'ill not be able to assess the
competitive impact of these joint ventures ",ithout copies of the underlying agreements. 140

69. We now conclude, as we have for the domestic, interstate, intcrexchange and
non-IMTS mternational markets,I" that AT&T's cost structure, size and superior resources are
not alone persuasive evidence of market power. We recognize that AT&T's size and market
share may give it the ability to negotiate more favorable settlement rate arrangements with its
foreign correspondents, and that international settlements payments constiDlte a significant cost
element for u.s. international carriers. We reiterate, however, that our international
senlement policy requires nondiscriminatory accounting rates, division of tolls and
proportionate return traffic'" We believe our policy can effectively prevent foreign carriers
with market power from discri.J:ninating in favor of AT&T or any other carrier in the
settlement process. 14' AT&T, moreover, has committed to use its best effolU to establish one'
minute accounting rate arrangements and, where only grOwth-based arrangements can be
achieved, to use its best effolU to establish growth-based thresholds on aggregate industry

", 8T CommeDts at 3: see aJ.so Espnl Comments at 1-9

" BT CommeDts at 3-4: MFS Comments at 13-15, MCI Comments at 26; Esprit Comments at 3-9; IU al,O

~·1CI ,~.pril 10, 1996 a partr letter from Doaald J. Elardo. Director - Regulalory Law, to William F. CatoIl.
Actlng SeCT<tary, FCC ("MCI April 10, 1996 u Pam Letter")

" BT Commen15 at 5, MFS Comments at 13·14. MCI April 10, 1996 fJ. Pan. Letter, Sprinl Comments It
26-30

.., Sprint Comments at 26-30

In 1915, the Commission concluded that ATI<1's cost struc","" size and resources alone did DOl require
that AT&.T, which bad less Ihao teD pen:eol of Ibe lotal DOO-!MTS mart... be coosideRd dcmiDaDt for lb.
provision of DOIl'!MTS service. Specifically, we Doted that it would DOl appear 10 be raliotlal for AT&.T "10

,"cnfice !MTS reVt~~'"or retum5 in a hilhlY speculative bid to pin control of tbe Doo-IMTS owket."
Int.mul,orral CO"""'I",,' Carrier at 1 55.

'" Se. ACCOWJl"'f flaI. Policy Sla'lIMnt at 1 II.

'" Se•.• f, AT&.T COil'. Proposed ExteDSioo of AccOIIDtiDa Rate Apumeol for Switched Voice Service
with ArgenllDa. ISP-96-W-062. Order, DA 96-371 (International Bur., reI. Mar. II. 1996);," aJ.so Str.amli"i",
Order It 1 90; Account"'f flaI. PoIu:y Sral.""nt at" 3G-35 (RCopizina that additional flexibility iD lbe
ilCCOWltmg rates proeess may be wUTlDted in effectively competi~ivemarkets).
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tratli(; volumes.'" It also has (;ommined to follow certam discloSlUe procedures, under
Section 641001 of the Commission's rules,'" to promote transparency in the negotiation of
accounting rates by U.S. carriers.'"

70 We share commenlers' concern that foreign carriers with market power have
both the incentive and abilitY to discriminate in favor of AT&T through arrangements such as
WoridPartners and the proposed Uniworld alliance. We do nol, however, believe these
concerns are unique to AT&T or derive from AT&T's market position. Rather, they are the
consequence of foreign carriers' market power.

71 . We recognize that global alliances are a source of potenti.al efficiencies in the
world market tMt could benefit consumers by improving the speed and coordination of global
services. '" Alliances are also a source of anticompetitive concern when they have the
capability and incentive to discriminate agaiDst competiton.'41 Cross-equity holdings among
the partners creare an especially powerful incentive. Marlcet power, particularly through
control over bottleneck facilities, can provide the CBpIbility for discrimination. This was the
nsk posed by the BT investment in MCI and the investment by DT and FT in Sprint

72. WorldPartners and Uniworld are nevertheless different from equity alliances
such as Sprint's Global ODe alliance and Mel's Concert alliance. AT&T explains tbat its
WorldPartner alliance involves primarily marketing lImIDgeDleDts tbat provide common
service standards (and in some cases cross-lic:ensing of softwale to support services) for all
members in offerillg their respective customers the global-business-orietltlld service tbat is
branded as WorldSource. Individual members control customer cOntacts and pricin&. Some
members of WoridPartners are also general partners in WorldPartners Complllly that provides
"non-tommoo carrier services (i.~., billing and collection services)"'" for all WorldSource
services. Uniworld is a proposed joint venture between Unisource (comprised of Swiss
Telecom PIT, Telia, Koninklijke PIT Nederland, and Telefonica de Espana) and AT&T that
will "act as the sole provider of intra-European data and closed user group ... voice services

,~ ATolT Commitmenl Utler al item 10 (also committiJlgto provide upoa CGauDissioa requesI iDfomwion
sufficienlto dctmDilIe ATolT's IVcnce ICCOIIIItiII& me UDder lDy futuR or ptDdiDc 1fGWIb-bued 1IT'IIIptIl0llU

that are based on ATolT's traffic volumes); su also Infra A\llChmenl A al 1 10 (clesaibin& tbese commitmetllS
in detail).

,,' 47 C.F.R. § 641001,

AT&T Commitmetlt L.tter at item 9; see also infra AllICbmetll A at 19 (describing this commitm.nl in
d.tail)

FOreign Cam.. Entry Order II 1 95.

1., ~eid

'" AT&: T Marcb 21. 1996 ex parr. letter from R. Gerard Salemm., Vice Presidcul - GovernD1enl Affairs. to
Wilham F Caton, Acting Sectetar)', FCC. at 3 ("ATolT Marcb 21, 1996 E:t Part. Letter").
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marketed in Europe by national dislributors. "". In addiuon, Uniworld will be the distributor
of WorldSource services in Europe. Neither WorldPartners nor the proposed Uniworld
alliance have cross-equitY holdings among the member companies. Neither alliance has an
operating vehicle that owns transmission capacitY. And the marketing agreements an: not
exclusive. Members can belong to more than one alliance The only restriction in the
proposed Uniworld arrangement would be a commitment to "refrain from marketing their own
parallel intra-European offers in competition with Uniworld's services."'" MemtJers could
still offer services of third parties, such as other alliances, even for intra-European markets.

73. In the Foreign Can'ier Enrry Order, the Commission determined that dominant
carrier regulation should apply to U.S. carriers in their provision of intmWional basic service
on particular routes where a co-marketing or other arrangement with a foreign carrier with
market power presents a substantial risk 0 f anticompetitive effects in the U.S. international
services markel. '" The evidence on the record in this proceeding does not support a flDding
that either WorldPanners or the proposed Uniworld alliance presents a substantial risk of
anticompetitive effects on any U. S. international route where these alliances provide or
propose to provide service. The record consists largely of allegations that these alliances in
and of themselves pose a substantial risk of anticompetitive harm. Such unsupported
allegations are insufficient to warrant a finding at this time that AT&T should be regulated as
dominant on routes where it is allied with a foreign carrier with market pow='. We note that
the alliances lack the strong fuJaDcial incentives flowing from equitY investments, as well as
any legal power of exclusivity.

74. We are, however, mindful of the potenti.al for anticompetitive behavior arising
from AT&T's alliances. '" Certainly, one reason for AT&T to pursue these alliances is to
persuade its foreign partners to build a special relationship in the marketplace with AT&T.
We may revisit our cooclusion if further information presented to us by members of the
industry, including AT&T, indicates that either of AT&T's alliances presents a substantial risk
of anticompetitive effects on the relevant routes. As we continue to monitor the activities of

ATolT Marcb 21, 1996 £X Part. L.tter at 5, n.6

." ld. at S.

For.ign e-_ £-" Or_ al "245-55. lb. tepla10ry saf.guards rllat apply 10 U.S. carriers
,.gullted u domiaaDl because of ID llIiance or affiliation with I fDRip carrier with martcet power are set forth
in Section 63.IO(c) of the Commission's rules. lb... saf.guards differ from those that bav. applied to ATolT in
,ts regulltiotl u • dominanl carrier. Se. SllFa Seenoo U. C

>I, Se•.• g., MCI April 9, 1996 e:< J"'f' letter fi'om Paull V. Brlllson, IJllomational R.gulatory Anorney. 10
William F. CIIOO. ActiIIC S«rewy, FCC ("MCI April 9, 1996 £X Part. Letter") (cillng aaacbed April 4, 1996
letter from A Sundborg. Diteetor of Telia NelWori< Services IJllesuatiOnal ("Telio"). to James A. SotJ, Ditector
Europe. MCllDteroaticmal, IDe. ("I am . Iware ., tha1 you are inform.d abOut our agreemenl with ATolT
wbicb is based on lDotlIer le••1of ,"ountinc rate than our proposal to you. I would lik. 10 point OUI to you
that it is justifi.d by our special business teillionship and mutual business opponunilies").
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these alliances the pertinent questions are: (I) is there any evidence that AT&T's parmers use
conrrol over bottleneck facilities to discriminate against rivals in the markets contested by
WorldParmers and Uniworld. and (2) is there any evidence that in practice AT&T's foreign
partners are consistently choosing WorldPartners and Uniworld as the preferred supplier for
these services'

75. We have little reason to believe that requiring AT&T to file its WorldPartners
Association Membership Agreements (AMAs), as several parties request, will assist us in
answering these questions. AT&T has certified to the Commission that there is good ground
to support its conclusion that the AMAs do not contain information required to be submined
under Section 43.51 of the rules. As a discretionary maner, we also decline to require AT&T
to file the agreements for review and commeot by the parties that have requested to review
these agreements. Disclosure of the AMAs could be competitively damaging to AT&T and
could discourace foreign carriers from participating in the WoridPartners alliances if they fear
that detailed financial and operational aspects of their business agreements will be disclosed. IS'

76. AT&T has submitted explanations of the purpose and method of operation of
WorldPBltIlCrS for the record. III Moreover, parties have filed nwnerous comments in response
to AT&T's submissions."6 We also note that, although it is not a basis of our decision.
Commission staff bad the opportuDity to informally review a representative sample of the
.'\MAs and concluded that the AMAs do not provide informal:ion that would assist us further
in determinina whether the WorldPartners alIiauces pose a substantial risk of anticompetitive
effects in the U.S. intemaIionai services martel Accordingly, given the large amount of
publicly available evidence filed in this proceeding regarding the WorldPartners alliance,
coupled with the arguably confidential and proprietary nature of the cootracts, we deny the
parties' requests that we require AT&T to file its WorldPartners agreements at this time. lS7

77. We invite other carriers to come forward at any time if they believe that there
is any pattern of discrimination in access to foreign bottleneck facilities that favors the AT&T
alliances We reemphasize that we will not permit either AT&T or any other carrier to enter

". See ATI<T April 30, 1996aparl.l.tter from Elaine R. McHale, Gneral Attorney, to William F.
Caton, Acting Se=taIy, FCC, II 6, n.S.

'" See ATI<T Marcb 21,1996 E.x PtlTte Letter. ATI<T March 7,1996 uparre letter from Judy ArelUtein.
Vice PresidCllI- GovemmCllI Affain, 10 William F Caton, Acting Secmary. FCC; ATI<T Reply at 30-n

'" See. e.g.• MFS Commenu It2, 13-15: Sprint CommCUIS 1126-30, Esprit CommCllIS II 1-2. 5-6; TRA
Commenu .. 1·2; BT Comments al 1-6; Graphnet OppositiOll II 1-6; ATI<T Reply II 30-33; MCI April 9.
1996 a parte letter from Paula V BrillsoD. lDtemIliooal Attomey - Regulatory Law, to William F. Caton,
Acting Secmary, FCC; MCI April 10. 1996 E.x PtlTte Letter.

'" However. we ~rve!be right to order ATI<T to 61e tbe apeements upou clear evidence of I compelling
public interest reason to require subm15Sioo of tbese Igreements. No sucb interest bas been presented to us It
this rime.
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,mo any exclusive arrangement or SpeCIal concession that would pose a SUbstanllai risk of
anticompetitive harm in the L.S. international services market ill

78 AT&T's COIDIIlltInents with respect to Its WorldPartners alliances will assist us
as we continue to monitor the impact of these relationships. AT&T has commined to file a
circuit status report for calendar year 1997 with respect to AT&T circuits between the lJnited
States and its WorldPartners' members on their home country route.'" AT&T will also file a
confidential report, covering the twelve-month period after the issuance of this order, of the
number of AT&T-led WorldSource services bids "ith respect to services provided "ith equi~

memben of WorldPartncrs. '60

79 In summary, we believe that opposing parties have failed to demonsrrate that
there is a significant difference between AT&T's cost strUcture, size and resources in the
international versus the domestic market that would necessitate a finding of market power in
the international services market To the contrary, a determination that AT&T does not have
market power and is non-dominant for all international services, as SON USCf1i Association
observes, will put conswners, particularly commercial users, in a strong position to maximizt
their benefit from competitive providen. Therefore, as to AT&T's cost strUCture, size and
resources, the record evidtnce suggests that we should regulate AT&T's international services
on the same basis that wt regulate its domestic long distance services -- as being non
dominant

fii9Dg

80. In Inlel7lQliorraJ Competitive Carrier, the Commission found that the IMrS
market was not sufficiently competitive to ensure that AT&.T would be unable to manipulate
rates in a way that discourages competition. It concluded that, "until such time as competition
in the provision of IMrS more fully develops so as to negate AT&T's ability to conrrol prices
or exclude competition." it would be nectssary to continue full scale regulation of AT&T for
its IMIS offerings to all countries. 16'

81. AT&T asserts that its international prices have continued 10 decline as its
sertJements costs -- the largest cost component of international calls -- have been reduced.
Opposing parties, such as WoridCom, argue that AT&T should remain under price caps due
to the fact that AT&T's average revenue per minute has declined less than the decline in the

Fomgn Carrie Entry Ordn .. 1 257

AT'"T Commitment Lener It item II; se. also mfro Arw:bment A It 1 11.

ATI<T Commitment Loner It item 12: s.. also irrfro Arw:bment A 111 12 (describing tbis comminnent

.n detlil).

III Intrrnatiortal CO'"fHlittv~ Carrilr It , 46
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